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Abstract

Purpose: COVID-19 has negatively influenced the financial performance of restaurant firms. Previous literature suggests that the franchising
strategy effectively helps restaurant firms recover from difficult business conditions through various methods for expanding business size and
enhancing business efficiency. According to risk-sharing theory, restaurant franchisors may minimize operational risks by sharing the risks
with their franchisees. For instance, restaurant franchisors could generate more stable cash flow using franchise fees from their franchisees.
However, research on the effect of franchise’s risk reduction factor on business performance during pandemic is scarce. Thus, this study aims
to examine the positive moderating effect of franchising between COVID-19 and restaurants’ financial performance. Research design, data,
and methodology: Panel data including financial information and franchising status of restaurant firms were collected for analysis. In order
to control for unobserved firm-specific factors, generalized least squared estimation in fixed effects model was conducted. Huber-White robust
standard errors were used to deal with heteroscedasticity issues. Results: It was found that COVID-19 pandemic has a negative effect on the
restaurants’ financial performance such as ROA (return on assets), ROE (return on equity), and PM (profit margins), which confirms the
findings from existing literature. More importantly, results show that the degree of franchising has a positive moderating effect on the
relationship between COVID-19 and financial performance of restaurant firms. This suggests that more active engagement in franchising may
decrease negative impacts of COVID-19 on the restaurants’ financial performance. Conclusions: The study supports existing literature related
to risk-sharing theory, by confirming that pandemics, such as COVID-19, negatively affect financial performance of the restaurants.
Furthermore, it was found that franchising strategy can help lessen negative impacts of pandemics on the firm performance. These findings
can contribute to the franchise and restaurant management literature by suggesting the role of franchising in reducing business risks, thereby
positively affecting financial performance. Moreover, this study offers business managers of franchisors and franchisees insights for utilizing
franchising in restaurant risk management. Policymakers may also gain information on aiding restaurant firms during global crisis, such as
COVID-19.
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Koh et al. 2018)2 O FAAIZO| A%E QA7|AS fidtoz  MEFEE ZF7QIYsiol BAE 7|¢Y HR2IHMZLEH

2Mg AAR ZIl, 52 $FO2 TUKXOIX MAS B FEEYCE

IS FH Mgol wstrt YojLimats $9 HME40| Wrte

22 EISIRICE. 3t Bang and Choi (2021)& ZMXtO|= 20| 3.2. M

7ol mes U AAY Bisto| D|X|e FEe A=Lf19 o|Fat

O|22 LI+0| YotEQtED|, ZHA0|=E 2Fst= 7|0l &Y 2 oljo| 2A polo HZHANSH REQl Quksl K| AXiSH
Al © I | [=3 SA == S . . o

dH 2 HHl WEHS a2 Aolof =28 7S Ht gm (generalized least squared models)2| NEHZ NS (fixed-effects

G5 3A S7toto dig Bept BS 3A SIIRISE modeolth, DTHEMEYE  (fixed-effects mode)S 7| -

OISRl 5, ERX0IZ 2EYA0l AY YMECH WHE mugolg (panel dat)E TAIEO] U= MRHEO LYKYE/0f

JB0 SHHoR O HTOMH HSUCLL ST + AT o1g 4 oo PIAEIR| %2 21} (unobserved effects) 5, 24242

R g Jlgol 4 AX|BL BEERE e HAH SHSS
Ol2igt OlFH HiZ X HBATSS HESER B UTE gxsjol 2z wHYolTh 0] WS SYHset SHu4ed)

THUKOIZO| HEBYmart ARL9 2 CIP BAA7| SOl mis wmets DoMUY ERIS siEstel Mzlde

QM7 ZEEntof DiXl= RE8HQ SYS ARAE A2 ==t zpE0| 90, YHHoz AR EAMgdo|ct

GISot 4SHCE 1 ZaS 2HSHLAL AT F ANIIBOl wooldridge, 2010). 3, BEQK| UA2H| (deflated standard

I o o (eXe:F<) o o o . .

ZRUAO|= MBS 52 £F28 282+= ARH-19 8397 enor problem)Z 81 Z817| I3HM Huber-White robust estimator

SN V1Y 23S ISR RAF + AW 2E HRM  (\aas & Hox, 200412 AL RIE E4{0| MEIHE £0|7| Yl

MEA HS2 5 Qo) A=L19 2 Aok A0l BIEWMA eyt 2METE DE0[EEA0 HEE STATA 16 Of

DX 2xNel gge AAAY + Utke He APIME giggjor

2oLt oo 2 A= AMTIYSl ZERO|= HAYETL 2 Qo] BM QES ) CHAE O|20{N Q=0 IELH19 7}
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ZHEE Mie L OIS =elshuxt ety HIEfO R mEXIO|X 080| 1 PG ZHSE BES EAst:

Model 2 0|C}. 70| F23 BAmEe TaHK0|x0| ZHHME

A7k M7igel ZUKOIZ U BE=e RBLH9 b otopms Model 2 OIXIP, 1 EEZIIE U0pe7|HO| RBLL
8390l OiXl= JPS SYHSE ZFE AOIC 19 7} ZEMTO| Ojxle IS MBIHoE QIS Ol
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AELE19 7|2t S QA7|Y AP duto| HatE FF517| flot
=AM Favh 2 Haol £ WHO (World Health
Organization)’t ZE2Lt-19 MO S MASE 2020 HE 7|FEL=2
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JX| @2 UHX| Z(2te] AFditet HlwIt 7SR
AL A2L-19 HWHYO| A7l AFEo| O|X|=
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Size)7t BYGuo| F= IS SHOEH M ZIEAZE
71gel & oiEdel =21 S FFot0 ARBEIUTt (Roh, 2002).

2 7|9 -elX| (ev) BEI7 Zgdao| ojXle gge
M| fshiM ERMFAS BREFZUCE Lhe 2AfHlE
(Debt to Equity ratio)2 ZEH AFZZ|RACH (Norton, 1995). 7| &'

ggs SHsH7| fI5Ho

—
o —
1g+E & 82 L+ A BWEHEE Cose)Ol

ST o] H20| A W0 IS 0|4 ANE ATste
& Qeto] RE  BEES 1%t 99%0IM
winsorizing S+ E&0| H2|Z[ACt SH 40| AHRE Dataset 2
2015 HEE 2020 HVHA| ZMXO|=E MGt U= AXT(Y
57 h2 FHE =STEWEXE  (unbalanced pane)E2 B
MEMO|=E 276 JHOICE B=E9| 7|&% SAHUS HEHEH,

Z&H40] 7|20 0|2AE2 ROA ROE PM 22 M| 7tX| Hi4-0|H

mjn

T4
Ztzto| HAZL2 00359, -0.0648, 0.0270 O|Ct O|= B{E 7|7Hs ot
QAT|IPES HERECE BXMHQl 359% BAHEL -648%,
o=l 27%E =7|=0|9ez PHE0f W Zo= ofsiE =+
QUCE ZEHQl ZX0|= Hl HE (DO w2 08921 2
BE20| siYsts 7|YSS FoEHLE T OIEo 8921%S
Z2Xto|= OiEo] HEHZ 2Fsln Ys HWSZE  LIERCE
SHE;Q 7|¥nE 23 Size)?l HH2 111084 0|,
HEHEIX| Ev)Ql BZZL2 24711 2 AH7|RHECHH| 2x{7F 2 Y
O|&t0l XAHEAZEE 7HX| D QU A2 LIEIGICE 7| HEE9l

o2 01056 2= 3T 7|2tSQ AT & 10%2] HEES E0[1
o

QUCH (See Appendixes 1).

4.2. HyS9| HEEA

M5 AIO|9] J7[2X 0l HEBAE HTHET| 2SiM Pearson
correlation test @} Spearman correlation test 7t AA|Z|RAC
Cojs=0l RZLE9 B0 HEEAE 2457 siA,
Spearman test 7} AA|Z|Q4D, Appendixes 2 Of= O|EH =
BAZO QIC AZLE9 (COVID)Qb BHEl QAT |9
dY91 HaE ROA0.141, p < 005; ROE (0.124, p < 0.05; PM (-
0123, p < 005)2 & ()2 LAHAE 7= A= LIEFRLD),
Pearson test AA|SH A0}, TUXIO|= MR HEof AFHI ROA
ROE, PM) ALO[S] 4275~ ROA (0.183, p < 005)2t PM (0.159, p <
s e

00NZto| ROl MY A A2 LEMHD, ROE &
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St He S0Me HTE (Close)0l 2=
A0 B9t 29 HEBAE JHKe A2 HENY, HFE
23t O|YEL| FHEAL AL ]St =F (p <
0001)0IlM ZRIZ|RACE S-S ALO|O| Mol S 5 7HY
2 242 ROA 2 HEE AO|0| 2&tAlI= 0316 (p < 0001)2E,
HMEtM oz MAAHEO U2 HO 2 2AOIL|RUC (See
Appendixes 2). 24t QIE20|M A= VIRE Z4 10 OA Z|CH
118 2 25 10 ECt &2 o2 OEa4dd (Multicollinearity)2|
ZH7E SAFEEN |t IS OXX e A=

ZFOIZ| AT} (Aiken, West, & Reno, 1991).
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o Eo0lHel  AHZEHS
(generalized least squared models)?| THZMZH  (fixed-effects
model2 2 EAMst AN RE HHO| Fstatisics 7t p <
001 +=E0|M Foot AoE 2Ol 2A0| ABE REE2 2F
Hotot Ao 2 SRl QUCt
AZLE19 7 A7|gel Z2FEatol ojXls Fdes

COVID H==0| A== BE REO| A 7kX| AZ 41}t Hs0| 25
EHAQ g2 0|1F Ao =2 LIEFRLCH (Model 1.1: -0051, p < 0071;
Model 2.1: -0.2425, p < 0.01; Model 1.2: -02946, p < 001, Model 2.2: -
0.7300, p < 0.05; Model 1.3: -0.0420, p < 0.01; Model 23: -0.1762, p <
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Appendixes

The Role of Franchising on the Restaurant Firms’ Performance during COVID-19

Appendixes 1: Descriptive Statistics

ROA Return on Assets 0.0359 0.1605 -1.2062 0.4467
ROE Return on Equity -0.0649 1.505 -22.6592 1.5599
PM Profit Margin 0.0270 0.1160 -0.8441 0.4787
DOF Degree of franchising 0.8921 0.1870 0.0698 1.0000
Size Frim size: In(Revenue) 11.1084 1.2572 8.2099 14.4662
LEV Debt to Equity ration 24711 6.5780 -6.3973 80.2257
Close Proportion of the numgﬁzlgzsclosed-outlet to total 0.1056 0.1163 0.0000 1.0000

Appendixes 2: Pearson Correlation test & Spearman Correlation test

1 ROA 1

2 ROE .037 1

3 PM .139%** .013 1

4 COoVID -.141* -.124* -.123* 1

5 DOF .183* .054 .159** -.005 1

6 Size .199*** .017 .192%*x .027 -.058 1

7 LEV .002%** .080* .002 -.006 -.079 -.063 1

8 Close -.316%* - 217%* -.302%** -.069 -.257%* -.260%** -.120* 1

Note: * p < 0.05, **p < 0.01, ***p < 0.001, Results of Spearman correlation tests are presented in Italic font.

Appendixes3: Results of Generalized least squared fixed-effects models analysis

CovID -0.051* -0.2425% -0.2946%* -0.7300* -0.0420% -0.1762%*
[0.016] [0.086] [0.093] [0.345] [0.014] [0.054]

DOF -0.1239 -0.1738 -0.4478 -0.5612 -0.1995 -0.2345*
[0.108] [0.116] [0.384] [0.367] [0.105] [0.101]

. 0.2152* 0.4893 0.1509*
COVID*DOF [0.093] [0.405] [0.064]
Size 0.0455 0.0428 0.1314 0.1254 0.0275 0.0256
[0.078] [0.079] [0.224] [0.227] [0.052] [0.053]

LEV -0.001 -0.001 -0.2026** -0.2025** -0.002* -0.0018*
[0.0013] [0.0013] [0.065] [0.065] [0.0008] [0.008]

Close -0.1171* -0.0781 -0.8993* -0.8107t -0.1242* -0.0968*
[0.052] [0.051] [0.431] [0.461] [0.035] [0.043]

Con. -0.3342 -0.2643 -0.4733 -0.3144 -0.0749 -0.0259
[0.898] [0.914] [2.242] [2.571] [0.5899] [0.594]
R-squared 0.0506 0.0721 0.7379 0.7386 0.0849 0.1059
F-statistics 3.65%* 5.25%%* 18.04%+ 24.8# 4.63% 4.7

Note: tp < 0.1, *p < 0.05, **p < 0.01, ***p < 0.001, [ ] = Cluster-Robust standard errors




